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DOC  Economic  Developments 


Overview 

The  world  economy  continues  to 
change,  the  result  being  financial, 
human  and  natural  resource  distribu- 
tion inequalities.  These  inequities 
among  nations,  however,  increasingly 
are  being  offset  by  rapid  technological 
progress  in  transportation,  communi- 
cation and  production  methods.  In 
addition,  old  patterns  and  expectations 
are  being  re-examined  and  questioned, 
and  public  policies  redesigned  to 
respond  to  new  realities. 

In  discussing  Montana's  economy 
recently,  Keith  Colbo,  director  of  the 
department,  reflected  that  Montana  is 
not  immune  to  these  economic 
changes  and  its  future  is  linked 
inextricably  with  that  of  the  rest  of  the 
world.  The  world's  rate  of  economic 
change  appears  to  be  related  to  the 
■rate  of  technological  progress;  and 
nations  or  states  that  do  not  anticipate 
or  stay  abreast  of  change,  soon  will  be 
unable  to  compete.  He  said  that 
Montana's  challenge  is  two  fold:  to 


distinguish  between  the  economic 
factors  we  can  control  (in  whole  or  in 
part)  and  those  that  are  beyond  our 
control  but  affect  us  profoundly;  and 
to  adapt  our  policies  to  respond  to 
those  economic  signals.  Economic 
development,  in  this  context,  is  a 
continually  evolving  process  in  which 
there  are  no  final  answers  or  exact 
solutions. 

In  the  past,  Montana's  economic 
development  programs  were  formu- 
lated by  studying  what  was  done  else- 
where, taking  the  best  of  the  proven 
techniques  and  modifying  and  improv- 
ing them  to  suit  the  Montana  situa- 
tion. Generally,  the  result  has  been  a 
program  that  is  both  comprehensive 
and  cost  effective.  We,  of  course,  are 
not  alone  in  economic  development 
activities,  and  our  increased  efforts 
have,  in  effect,  only  kept  us  even  with 
everyone  else,  albeit  at  a  more 
advanced  level  of  activity  and 
competence. 
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Assumptions 

Because  Montana  is  part  of  a  world 
economy,  there  are  many  factors  such 
as  currency  exchange  rates,  military 
policies,  weather  and  changing  con- 
sumer tastes  that  are  beyond  the  state's 
control.  Montana,  however,  has  a 
number  of  assets  that  can  and  should 
be  optimized:  quality  of  life,  for 
example,  is  an  economic  asset  deserving 
protection;  natural  resources  (timber, 
minerals,  agriculture,  water  and  air)  are 
valuable  existing  assets  as  well- 
Montana  workers  are  more  productive 
(in  terms  of  value-added  per  hour 
worked)  than  the  national  average;  and 
the  state's  educational  system  is  good. 

The  changing  economy,  however, 
has  had  some  serious  consequences  for 
Montana:  worldwide  resource  activity 
has  seriously  affected  natural  resource 
extraction  causing  sales  and  employ- 
ment in  those  areas  to  drop;  and  inter- 
est rates  and  other  monetary  conditions 
have  changed  greatly  since  the  state's 
development  finance  programs  were 
first  created.  These  factors  simply  illus- 
trate that  economic  development  is  a 
process  and  of  all  economic  activity, 
state  government  can  affect  only  a 
small  part.  Recognizing  that  we  live  in 
one  economy — part  public,  part  private 
— requires  taking  a  position  on  exactly 
what  government's  role  can  and  should 
be  in  the  economic  development  arena. 
The  goal,  to  date,  has  been  one  of 
forging  partnerships  between  the  public 
and  private  sectors  and  the  university 
system  with  the  thinking  being  that  the 
strengths  of  one  can  reinforce  the 
others.  Recent  economic  developments 
in  the  department  in  the  areas  of 
agriculture,  tourism,  international  trade 
and  business  assistance  are  discussed  in 
greater  detail  throughout  the  issue. 


Inside  Commerce  is  published  six  times 
a  year  as  an  informational  and 
educational  tool  for  Montanans  in- 
terested in  public  policy  implementa- 
tion through  the  Department  of 
Commerce. 

Keith  L.  Colbo,  Director 
Sandy  Courfnage,  Editor 
Rici  Thomas,  Production  Mgr. 

Newsletter  contributors: 
Aeronautics  Division 

Mike  Ferguson 
Business  Assistance  Division 

Ann  Muironey 
Director's  Office 

Alene  Gorecki 
Financial  Division 

Alice  Berg 
Office  of  Research  &  Information  Services 

Phil  Brooks 

Ralph  Yaeger 
Montana  Promotion  Division 

Steve  Shimek 
Transportation  Division 

Bill  Fogarty 
No  permission  is  required  to  excerpt  or  reprint, 
but  we  would  appreciate  credit  for  the  article 
and  a  copy  of  the  publication. 


In  this 
issue 

Superhost  Program 

Economic  Condirions 

Cooperative  Advertising 


Malpractice  Insurance 
Issues 


PerspectK^s 


Bruce  Stokes  is  a  correspondent  with 
the  National  Journal  in  Washington, 
D.  C. .  who  specializes  in  international 
economic  issues.  Stokes  was  the 
featured  luncheon  speaker  at  the 
Montana-Westertj  Canadian  Provinces 
Boundary  Advisory  Committee  meet- 
ing held  in  Great  Falls  in  February. 
His  perspectives  column  is  an  excerpt 
of  a  February  27,  1988,  National 
Journal  article  Stokes  wrote  following 
his  visit  to  Montana. 


They  came  in  cowboy  boots  and  wing  tips,  fringed  jackets  and  three-piece 
suits  to  talk  trade — not  the  imports  from  Japan  that  preoccupy  much  of  the  rest 
of  the  nation  these  days,  but  America's  trading  with  Canada. 

It's  commerce  that  most  of  the  country  takes  for  granted,  but  it's  the  lifeblood 
of  many  residents  of  Montana  and  of  a  goodly  number  of  the  citizens  of  the 
Canadian  province  of  Alberta  right  across  the  border.  Seventy-five  persons 
from  both  sides  of  the  frontier  gathered  on  February  9-11  under  the  auspices  of  i 
the  Montana-Western  Canadian  Provinces  Boundary  Advisory  Committee  to      ' 
discuss  the  recently  signed  but  yet-to-be  congressionally  approved  agreement  to 
create  a  United  States-Canada  free-trade  area. 

Among  the  Americans,  strong  concerns  were  expressed  by  some  about  the 
potential  adverse  impact  of  the  accord,  which  over  the  next  decade  would 
eliminate  tariffs  between  the  two  countries  and  remove  many  trade  barriers.  But 
most  people  were  optimistic  about  the  pact's  potential  benefits,  reflecting  a 
continued  faith  in  the  merits  of  free  trade  in  the  face  of  growing  protectionist 
sentiment  in  other  parts  of  the  country.  Moreover,  they  demonstrated  a  north- 
south  economic  and  cultural  kinship  that  suggests  that  creation  of  a  free-trade 
area  will  merely  codify  a  relationship  that  is  already  deeply  rooted. 

An  Alberta  rancher  summed  it  up  this  way:  "We  understand  just  how 
important  borders  are  and  aren't,  because  our  cattle  roam  across  them  every 
day.  " 

This  guarded  support  does  not  mean  that  the  free-trade  agreement  faces 
smooth  sailing  back  in  Washington  later  this  year,  when  Congress  may  consider 
the  implementing  legislation  that  must  be  passed  before  the  trade  pact  takes 
effect.  Lobbyists  for  key  industries  that  fear  the  worst  are  preparing  to  put  up  a 
fight  and,  although  it  now  looks  like  the  accord  will  eventually  pass,  there  is  an 
outside  chance  it  could  be  defeated. 

It  is  in  states  such  as  Montana,  which  runs  a  trade  deficit  with  Canada, 
where  opposition  to  the  agreement  is  most  vocal.  The  ASARCO  Inc.  lead 
smelter  in  East  Helena,  for  example,  employs  300  people,  making  it  one  of  the 
state's  leading  employers.  ASARCO  executives,  plagued  by  falling  commodity 
prices  and  rising  environmental  standards,  say  the  trade  agreement  could  force 
them  to  close  the  East  Helena  plant. 

It's  not  so  much  the  free-trade  agreement  itself,  said  Robert  J.  Muth,  an  j 

ASARCO  vice  president,  but  the  Canadian  government  subsidies  of  ASARCO  sf 
competition  that  wouldn't  be  removed  by  the  accord.  Ottawa  is  underwriting 
the  $134  million  rebuilding  of  a  private  lead  smelter  in  Trail,  British  Columbia, 
for  example,  an  effort  that  ASARCO  calls  a  5-cents-a-pound  subsidy  of  a 
commodity  that  has  recently  been  selling  for  only  34  cents  a  pound. 

Continued  on  page  3 
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Continued  from  page  2 

While  not  denying  the  competitive 
importance  of  these  subsidies,  sup- 
porters of  the  agreement  point  out 
that  American  firms,  including 
ASARCO,  often  benefit  from  indirect 
state  and  local  support  such  as  indus- 
trial revenue  bonds  and  tax  abate- 
ments. 

Opponents  also  fret  about 
Canadian  agricultural  subsidies.  U.S. 
wheat  growers  argue  that  Canadian 
subsidies  average  46  cents  a  bushel, 
more  than  offsetting  any  competitive 
advantage  U.S.  farmers  might  gain  by 
the  elimination  of  Canadian  tariffs  on 
imports  of  U.S.  wheat. 

Defenders  of  the  agreement  argue 
that  the  Canadian  Wheat  Board  has 
retained  the  right  to  license  exports 
and  will  use  that  power  to  curtail 
shipments  to  the  United  States.  More- 
over, U.S.  and  Canadian  officials  at 
the  meeting  argued  that  the  accord 
specifically  calls  for  new  negotiations 
to  resolve  the  subsidies  issue  over  the 
next  five  to  seven  years. 
I      While  Montanans  and  Canadians 
were  debating  the  merits  of  the  pact, 
Reagan  Administration  officials  and 
congressional  leaders  were  beginning 
to  resolve  their  differences  over  the 
implementing  legislation.  The  White 
House  and  Capitol  Hill  had  been  at 
odds  because  members  of  Congress 
felt  that  they  had  not  been  properly 
consulted  before  the  President  signed 
the  agreement  on  January  2. 

In  a  procedural  agreement 
announced  on  February  18,  each  end 
of  Pennsylvania  Avenue  could  claim 
victory.  Congress  got  the  Administra- 
tion to  agree  not  to  send  up  an 
implementing  bill  before  June  1, 
unless  Capitol  Hill  assents  to  an  ear- 
lier date,  so  that  Congress  can 
complete  work  on  the  omnibus  trade 
bill  now  in  a  House-Senate  confer- 
ence. More  important,  the  White 
House  agreed  to  consult  with 
Congress  in  drafting  the  legislation. 

What  this  means,  say  Administra- 
tion officials  and  Capitol  Hill  aides,  is 
that  the  appropriate  congressional 
.committees  will  hold  hearings  and 
"then  conduct  mock  markup  sessions 
that  the  Administration  will  partici- 
pate in  to  draft  the  implementing  bill. 
This  legislation  will  be  shipped  off  to 
the  White  House,  which  will  then 


send  it  right  back  up  to  Capitol  Hill 
as  its  bill,  changing  only  those  parts 
that  it  feels  clearly  violate  the  free- 
trade  pact. 

"The  significance  of  this  procedure  is 
that  for  the  first  time,  the  Adminis- 
tration has  committed  itself  not  just 
to  tell  Congress  what  it  is  doing  in 
trade  but  to  ask  Congress  what  to 
do,"  said  a  congressional  trade 
expert. 

White  House  officials,  naturally, 
don't  agree  that  they  caved  in.  They 
instead  point  to  a  concession  they  say 
they  wrested  from  Congress — a 
commitment  to  vote  on  the  free-trade 
agreement  before  the  end  of  the  1988 
legislative  session.  Administration 
officials  are  eager  to  have  a  done  deal 
before  a  new  President  moves  into 
the  Oval  Office,  and  they  have 
promised  Canadian  Prime  Minister 
Brian  Mulroney  that  they'll  try  to  get 
Congress's  approval  in  time  for  him 
to  call  parliamentary  elections  this 
fall. 

Assuming  implementing  legislation 
reaches  Capitol  Hill  by  June  1,  a  vote 
should  come  in  30-45  days,  say 
Administration  and  congressional 
sources.  The  catch  is  whether  opposi- 
tion slows  the  drafting  process.  Cur- 
rently, the  principal  opposition  comes 
from  as  many  as  20  western  senators 
who  recently  sent  a  letter  to  President 
Reagan  outlining  their  concerns. 

The  omnibus  bill  presents  another 
possible  stumbling  block.  The  latest 
timetable  calls  for  Congress  to  send 
that  measure  to  the  President  by 
April  1.  By  taking  up  that  bill  first, 
congressional  leaders  feel  they  can 
leverage  the  greatest  cooperation  out 
of  the  Administration.  Moreover, 
since  the  Canadian  agreement  amends 
basic  trade  law,  it  will  be  easier  to 
draft  the  free-trade  implementing 
legislation  after  the  basic  trade  law 
has  been  revised. 

If  the  omnibus  trade  bill  schedule 
begins  to  slip,  however,  the  target 
date  for  the  Canadian  accord  could 
be  in  jeopardy.  On  the  other  hand, 
say  both  congressional  and  Adminis- 
tration observers,  the  consultation 
that  is  expected  to  go  on  between  the 
White  House  and  Congress  over  the 
Canadian  accord  may  bode  well  for 
an  eventual  compromise.  Said  deputy 


U.S.  trade  representative  Alan  F. 
Holmer:  "This  exchange  of  letters 
[setting  up  the  timetable  on  Canada] 
itself  is  a  positive  development  in 
legislative-executive  branch  relations." 
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superhost 
Program 

Hospitality  training  begins 

The  Business  Assistance  Division 
has  been  working  with  the  Montana 
travel  industry  in  recent  months  to 
design  a  development  program  for 
Montana's  tourism  businesses.  The 
division  is  pleased  to  announce  the 
SUPERHOST  program,  a  visitor 
service  program  for  Montana  com- 
munities and  resorts,  sponsored  by  the 
department,  the  Tourism  Advisory 
Council  and  the  Montana  Chamber  of 
Commerce.  Communities  that  join  the 
SUPERHOST  program  will  be  asked 
to  establish  a  regular  hospitality  train- 
ing program  for  local  tourism  busi- 
nesses, establish  a  visitor  center,  and 
prepare  three  basic  publications  for 
visitors;  a  director  of  community  ser- 
vices, a  recreation  directory  and  a 
local  calendar  of  events. 

The  program  complements  the  acti- 
vities of  the  Montana  Promotion  Divi- 
sion, which  are  designed  to  bring 
more  visitors  into  the  state.  SUPER- 
HOST  communities  and  their  busi- 
nesses will  be  well  prepared  to 
welcome  visitors,  and  promote  the 
extraordinary  recreation  opportunities, 
historic  sites,  and  special  attractions  in 
our  state,  enticing  people  to  return 
and  to  visit  longer.  SUPERHOST  is 
also  a  direct  response  to  local  econom- 
ic development  strategies  formulated 
by  the  Certified  Communities  pro- 
gram. Most  certified  communities  have 
identified  tourism  development  as  a 
key  element  of  their  strategic  plans 
and  SUPERHOST  is  expected  to  help 
communities  achieve  that  goal. 

Continued  on  page  7 


NOTHDURFT  ADDRESSES  COUNCILS 


Nationally  recognized  economic 
theorist  William  Nothdurft  addressed 
both  the  Montana  Agriculture 
Development  Council  and  the 
Governor's  Council  on  Economic 
Development  at  a  joint  meeting  of  the 
two  groups  held  in  Great  Falls  on 
February  11. 

Nothdurft,  who  is  the  author  of  the 
book.  Renewing  America:  Natural 
Resource  Assets  and  State  Economic 
Development,  and  principal  author  of 
the  report.  Making  the  Grade:  The 
State  Development  Report  Card,  for 
the  Corporation  for  Enterprise 
Development  (CED),  spoke  to  the 
councils  on  a  variety  of  economic 
development  topics — among  them,  the 
results  of  the  1987  state  rankings  that 
he  recently  completed  for  the  CED. 

This  year's  results  contained  some 
good  news  for  Montana.  While  the 
state  ranked  close  to  its  1986  mark  in 
relation  to  other  states,  in  certain 
categories  Montana  was  among  the 
top  finishers  in  the  nation.  Specific- 
ally, the  state  made  an  excellent 
showing  in  the  quality  of  its  workforce 
and  in  its  entrepreneurial  vitality. 

According  to  the  CED  report, 
Montana's  workforce  ranks  number 
one  in  the  nation.  Referring  to 
Montana  workers  as  highly  motivated, 
trainable,  and  work  ready,  Nothdurft 


based  the  determination  on  three 
factors — the  adult  literacy  level,  high 
school  graduation  rates,  and  the  level 
of  college  attainment. 

Nothdurft  stressed  the  importance 
of  Montana's  workforce  in  public  and 
private  sector  efforts  to  encourage  new 
business  development  and  expansion. 
He  pointed  out  that  while  the  state 
lags  behind  the  nation  in  such  cate- 
gories as  value-added,  international 
exports  and  per  capita  income,  a 
quality  workforce  is  a  vital  asset  for 
new  businesses  beginning  operations  in 
Montana,  and  further,  it  attracts  the 
attention  of  out-of-state  firms  that  are 
considering  Montana  as  a  new 
location. 

A  quality  workforce,  along  with 
other  factors  like  capital  availability 
and  an  equitable  tax  structure,  plays  a 
crucial  role  in  businesses'  decisions  to 
expand  or  relocate.  Nothdurft  recom- 
mended that  the  state  emphasize  its 
workforce  in  its  promotion  efforts. 

Nothdurft  called  the  state's  high 
ranking  in  the  second  category — 
entrepreneurial  energy— surprising  in 
view  of  commonly  held  perceptions 
about  the  Montana  economy.  Accord- 
ing to  the  CED  report,  Montana  has 
the  highest  rate  of  self-employment  in 
the  nation  because  in  times  of  econ- 
omic hardship  (layoffs,  plant  closures. 


etc.),  its  citizens  readily  start  their 
own  businesses.  While  the  report 
called  this  phenomenon  "necessity 
driving  entrepreneurship,  "  Nothdurft 
concedes  that  it  is  extremely  healthy 
for  Montana.  It  represents  a  shift 
away  from  traditional  natural 
resource-based  industries  and  a  diver- 
sification that  will  strengthen  the 
state's  economy. 

To  foster  this  diversification  and 
encourage  additional  entrepreneurship, 
Nothdurft  recommends  that  the  state 
take  certain  steps  in  helping  start-up 
businesses.  He  suggested  that  state 
government  and  the  private  sector 
work  together  to  develop  innovative 
methods  for  individuals  to  obtain  the 
financing  necessary  to  begin  their 
operations.  He  also  recommended  that 
the  state  help  individuals  learn  about 
running  a  business  and  how  to  expand 
outside  local  markets.  He  warned  that 
government  traditionally  has  very 
little  money  that  it  can  invest  in 
business,  and  that  these  limited  , 

resources  should,  in  most  cases,  be 
used  for  training  and  education. 

In  discussions  with  the  two  councils, 
Nothdurft  stressed  the  importance  of 
building  the  Montana  economy  by 
adding  value  to  the  raw  materials  the 
state  produces. 


Ag  Groups  Awarded  Computers 


Three  Montana  organizations  have 
been  awarded  "state  of  the  art"  per- 
sonal computer  systems  for  an  innova- 
tive agricultural  information 
networking  project.  Apple  Computers, 
Inc.  granted  Montana  Farmers  Union 
(MFU),  the  Northern  Plains  Resource 
Council  (NPRC),  and  the  Alternative 
Energy  Resources  Organization 
(AERO)  hardware,  software,  training 
and  technical  assistance  to  implement 
the  Rocky  Mountain  Sustainable  Agri- 
culture Network  (RM/SAN).  Sustain- 
able agriculture  refers  to  food  produc- 
tion by  an  agricultural  system  that  is 
ecologically  sound,  regionally  based 
and  promotes  the  well  being  of 
producers  and  their  communities. 

RM/SAN  will  allow  farmers  and 
ranchers  within  each  organization  to 
access  new  regional  information  on 


low  input,  diversified  farming  systems. 
The  data  is  being  compiled  by  AERO 
as  part  of  a  three-year  sustainable 
agriculture  survey  and  on-farm 
research  project. 

The  Northern  Rockies  and  inter- 
mountain  plains  region  this  project 
will  serve  includes  Montana, 
Wyoming,  Idaho,  western  North  and 
South  Dakota,  eastern  Oregon  and 
Washington,  and  the  provinces  of 
Alberta  and  Saskatchewan. 

"We're  very  excited  about  the 
project  which  this  grant  award 
supports,"  stated  Tom  Elliott,  co-chair 
of  AERO's  Sustainable  Agriculture 
Task  Force.   'It's  the  region's  first 
effort  of  this  nature  to  get  practical, 
hands-on  information  directly  into  the 
hands  of  people  who  need  it  most — 


producers  who  are  looking  at  incor- 
porating sustainable  farming  methods 
into  their  own  operations. "  AERO,  a 
non-profit  organization  formed  in  1974 
to  help  citizens  of  the  Northern 
Rockies  develop  human-scale,  environ- 
mentally compatible,  renewable 
technologies,  submitted  the  network- 
ing proposal  to  Apple,  Inc. 

In  March,  two  representatives  from 
each  organization  will  attend  an  inten- 
sive training  program  provided  by 
Apple  Computers,  Inc.  in  Cupertino, 
Calif.  It  is  anticipated  that  the 
network  will  be  operational  on  a  test 
basis  by  early  summer.  4 

For  more  information  on  RM/SAN   ' 
contact  Nancy  Matheson  at  AERO 
(443-7272). 
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Insurance  Subcommittee  Addresses 
Malpractice  Issues 


On  Wednesday,  December  2,  1987, 
Governor  Ted  Schwinden  met  with 
the  Governor's  Council  on  Economic 
Development  and  issued  a  charge  to 
the  council  to  address  three  separate 
economic  issues.  The  Governor  asked 
that  the  council  work  throughout  1988 
on  developing  recommendations  aimed 
at  eliminating  capital  gaps  in 
Montana,  and  at  determining  what 
shifts  are  occurring  in  various 
economic  sectors  in  the  state — par- 
ticularly shifts  from  basic  to  derivative 
sector  activity. 

The  Governor  also  presented  a 
special  request  to  the  council.  He 
asked  that  the  council's  Insurance 
Subcommittee,  which  was  formed  in 
1985  to  study  liability  insurance  and 
tort  reform  issues,  take  up  the  issue  of 
rapidly  increasing  malpractice  insur- 
ance premiums  for  Montana's  doctors 
who  provide  obstetrical  care.  Because 
)  of  the  immediacy  of  the  problem,  the 
Governor  asked  that  the  subcommit- 
tee's report  be  submitted  by  February 
15,  1988. 

While  skyrocketing  malpractice 
premiums  are  a  problem  for  many 
doctors  nationwide,  they  create  unique 
hardships  for  physicians  in  rural 
Montana  communities.  Often,  because 
the  population  a  doctor  serves  is 
small,  a  physician's  patient  load  fails 
to  generate  enough  revenue  to  cover 
fixed  costs — including  malpractice 
insurance  premiums.  This  is  especially 
true  of  obstetrics,  where  many  rural 
doctors  cannot  continue  to  provide 
obstetrical  care.  The  decision  by  a 
physician  to  suspend  his  or  her 
obstetrical  practice  means  that  not 
only  does  a  particular  community 
suffer,  but  a  larger  geographic  region 
is  left  without  obstetrical  care  as  well. 
The  Governor's  charge  directed  the 
subcommittee  to  analyze  three 
separate  topics  with  regard  to  the 
problem.  It  specified  that  the  subcom- 
mittee investigate  solutions  being 
.  implemented  in  other  states,  review 
F  data  on  claims,  jury  awards  and  settle- 
ments, and  study  a  proposal  devel- 
oped by  the  Montana  Medical 
Association  (MMA)  to  help  solve  the 
problem. 


The  subcommittee  met  on  two 
occasions  in  January  and  received 
considerable  input  from  doctors, 
attorneys,  insurance  industry  repre- 
sentatives and  other  concerned 
individuals. 

In  fulfilling  the  Governor's  charge 
the  subcommittee  analyzed  programs 
implemented  in  other  states  to  allevi- 
ate the  problem,  however,  the  sub- 
committee found  that  the  rural  nature 
of  Montana's  situation  required  a 
unique  solution.  After  thoroughly 
reviewing  the  MMA  proposal,  the 
subcommittee  determined  that  it  pro- 
vided the  best  alternative  for  a  solu- 
tion. However,  the  subcommittee 
believed  certain  modifications  were 
necessary  before  the  plan  could  be 
implemented. 

The  proposal,  which  calls  for  the  es- 
tablishment of  a  state-run  insurance 
program,  a  variety  of  tort  reforms, 
and  a  system  of  arbitration  for  settling 
malpractice  cases,  must  be  adopted  by 
the  Legislature  before  it  can  be  imple- 
mented. The  subcommittee  believes 
that  in  its  current  form,  the  proposal 
may  have  difficulties  in  gaining  legis- 
lative approval.  Therefore,  the  sub- 
committee recommended  to  the 
Governor  that  a  blue-ribbon  task  force 
be  appointed  to  review  the  plan  and 
make  the  necessary  modifications 
before  it  is  presented  to  lawmakers  in 
1989. 

The  problem  areas  that  the  sub- 
committee feels  the  task  force  should 
address  are  constitutional  questions 
relating  to  Montanans'  rights  to  full 
legal  redress,  and  where  administrative 
control  of  the  proposed  insurance  pro- 
gram should  reside.  The  subcommittee 
supports  the  concept  of  a  medical  mal- 
practice insurance  program,  however, 
it  believes  that  administration  belongs 
in  the  private  sector. 

The  subcommittee  views  the  recom- 
mendation for  the  formation  of  a  task 
force  as  a  step  toward  providing  a 
long-term  solution  to  the  problem.  Be- 
cause the  MMA  plan  will  not  be 
addressed  until  the  1989  legislative 
session,  the  subcommittee  also 
developed  a  recommendation  for  the 
short  term.  It  recommended  to  the 


Governor  that  in  the  event  a  special 
session  of  the  Legislature  was  held  in 
1988,  that  lawmakers  increase  funding 
for  the  state  Medicaid  program  to  a 
level  where  doctors  would  break  even 
on  Medicaid  deliveries.  In  many  cases, 
the  $619  per  delivery  provided  by 
Medicaid  fails  to  even  cover  the  cost 
of  a  doctor's  malpractice  premium 
relating  to  the  delivery. 

The  Insurance  Subcommittee  is 
chaired  by  Kay  Foster  of  Billings.  Al 
Bell  of  Great  Falls,  Alan  Elliott,  Jerry 
Driscoll,  and  Joe  Presley,  all  of 
Billings,  serve  on  the  subcommittee. 
Dr.  Jim  Ashcraft,  a  family  practitioner 
from  Sidney,  served  on  the  subcom- 
mittee as  an  ad  hoc  advisory  member. 
The  subcommittee  presented  its 
recommendations  to  Governor 
Schwinden  on  February  9. 

The  remaining  issues  included  in  the 
Governor's  charge — capital  availability 
and  a  study  of  Montana's  economic 
sectors — will  be  addressed  by  council 
subcommittees  beginning  in  March. 


Economic  Conditions  in  Montana:  1987 


This  article  updates  the  piece  that 
appeared  in  the  last  issue  of  Inside 
Commerce.  More  complete  data  are 
now  available  for  the  first  9  months  of 
1987  and  will  be  emphasized  in  this 
exposition.  Sample  data,  which  are 
subject  to  error  for  the  fourth  quarter 
of  1987,  will  be  briefly  discussed, 
along  with  a  summary  for  all  of  1987 
and  forecasts  for  1988  and  1989. 

Over  the  course  of  the  first  9 
months  of  1987,  economic  indicators 
registered  a  somewhat  mixed  perform- 
ance, according  to  data  supplied  by 
the  Montana  Department  of  Labor 
and  Industry  and  the  U.S.  Bureau  of 
Economic  Analysis.  Wage  and  salary 
jobs  (adjusted  for  seasonal  factors) 
generally  increased  over  this  period 
and  the  unemployment  rate  declined, 
while  earnings  of  workers  declined 
after  adjusting  for  inflation  (i.e.,  the 
purchasing  power  of  these  earnings 
decreased). 

For  the  entire  year  of  1987,  wage 
and  salary  jobs  on  the  average 
declined  some  as  compared  with  1986, 
even  after  generally  increasing  over 
the  course  of  the  year  (January 
through  December).  This  effect  results 
from  the  fact  that  the  increase  in  jobs 
over  the  months  of  1987  was  relatively 
smaller  as  compared  with  the  decrease 
in  jobs  over  the  course  of  most  of 
1986.  Current  estimates  indicate  that 
the  unemployment  rate  declined,  both 
over  the  course  of  1987  and  on  an 
average  basis  as  compared  with  1986. 
Inflation-adjusted  worker  earnings  also 
were  down  over  the  course  of  1987  as 
well  as  on  an  average  basis. 

First  9  Months  of  1987 

Indicators  of  economic  conditions  in 
Montana  mostly  improved  over  the 
course  of  the  first  9  months  of  1987. 
Nonfarm  wage  and  salary  jobs 
(adjusted  for  seasonal  ups  and  downs) 
increased  from  about  263,100  in 
December  1986,  to  around  263,600  in 
September  1987,  an  increase  of 
approximately  500  jobs  or  0.2  percent. 
TTie  unemployment  rate  declined  from 
8.2  percent  of  the  civilian  labor  force 
to  7.2  percent  over  the  same  period. 


Nonfarm  worker  earnings  increased  by 
about  1  percent  from  the  fourth  quar- 
ter of  1986  through  the  third  quarter 
of  1987  (earnings  are  only  collected  on 
a  quarterly  basis).  Adjusting  these 
earnings  for  inflation  yields  a  2.5  per- 
cent decrease,  however. 

Over  this  period,  the  total  number 
of  jobs  grew  slowly,  as  mentioned 
above.  Jobs  increased  for  some  econ- 
omic sectors,  were  stagnant  in  others, 
and  declined  in  still  other  industries. 

The  broad  sectors  that  increased 
were  principally  private  services  (3,000 
jobs),  and  mining  (500  jobs).  Within 
services,  the  largest  increase  was  in 
health  services  (1,200  jobs),  while 
business  and  professional  service  acti- 
vities also  increased  significantly  along 
with  lodging  and  recreation  (travel/ 
tourism  services).  The  jobs  in  health 
and  other  professional  services  were 
above  average  in  pay,  while  the  new 
jobs  in  business  and  travel  services 
were  lower  than  average.  Primarily 
household  serving  activities  such  as 
auto  repair,  movie  theatres,  and  other 
personal  services  mostly  declined 
(lower  paying  jobs).  For  the  mining 
sector,  the  well-publicized  increase  in 
metal  mining  activity  was  the  largest 
increase;  oil  and  gas  increased  modest- 
ly, while  the  coal  and  nonfuel,  non- 
metal  segments  of  the  industry 
suffered  losses. 

The  sectors  that  were  essentially 
constant  over  the  first  9  months  of 
1987  were  retail  trade,  manufacturing, 
wholesale  trade,  the  federal  govern- 
ment, finance/insurance/real  estate, 
and  agricultural/forestry  services. 

Economic  sectors  that  registered 
declines  over  the  period  in  question 
included  construction  (1,500  jobs), 
local  government  (900  jobs),  transpor- 
tation and  utilities  (500  jobs),  along 
with  state  government  (200  jobs).  Pay 
per  job  is  above  average  for  all  these 
sectors.  Within  the  construction 
sector,  the  decline  was  basically  shared 
equally  with  the  building  construction 
component  and  the  heavy  (including 
highway)  construction  sub-sector.  The 
building  construction  decline  was 
related  in  part  to  an  estimated  decline 


in  the  number  of  Montana  households 
in  1987.  The  decrease  in  heavy 
construction  was  associated  partially 
with  federal  and  state  legislative 
funding  delays  for  highway 
construction  projects  so  that  many 
projects  started  later  than  usual  in  the 
summer  of  1987.  For  local 
government,  most  of  the  decrease  was 
suffered  by  school  districts.  In  the  case 
of  the  transportation  and  utilities 
sector,  all  subcategories  declined 
except  for  air  transportation  and  trans- 
port services.  Railroad,  trucking,  and 
the  communications  sub-sectors  experi- 
enced losses  of  about  200  wage /salary 
employees  each. 

Patterns  of  increases  and  decreases 
in  worker  earnings  by  sector  were 
similar  to  that  of  jobs  already 
described. 

The  rate  of  unemployment  expres- 
sed as  a  percent  of  the  civilian  labor 
force  declined  by  a  full  percentage         { 
point  from  December  1986  through 
September  1987,  from  8.2  percent  to 
7.2  percent.  Although  the  number  of 
wage/salary  jobs  increased  some  over 
this  period,  the  increase  is  not  suffici- 
ent to  explain  the  large  decrease  in  the 
unemployment  rate.  The  number  of 
unemployed  persons  decreased  by 
roughly  5,000  over  this  period. 
Preliminary  sample  data  for  1987 
(subject  to  error)  indicate  that  the 
number  of  self-employed  persons  also 
declined. 

The  most  plausible  explanation  for 
the  unemployment  decrease  is  that 
either  a  number  of  unemployed 
workers  migrated  out  of  state,  or  that 
the  sample  unemployment  estimates 
overstated  the  decline  in  joblessness, 
or  some  combination  of  the  two 
factors. 

Fourth  Quarter  1987 

Of  the  three  data  series  used  to 
assess  the  performance  of  the  Montana 
economy  for  the  first  three  quarters  of 
1987,  only  nonfarm  wage/salary  jobs 
and  unemployment  information  are       { 
currently  available  for  the  third  quar- 
ter of  the  year.  These  sample  data, 
which  are  subject  to  sampling  error 

Continued  on  page  7 


and  thus  are  considered  very  prelim- 
inary, indicate  that  total  wage  and 
salary  jobs  increased  some  in  the 
fourth  quarter  with  the  rate  of 
unemployment  continuing  to  decline. 
The  apparent  nonfarm  wage/salary 
jobs  increase  was  seemingly 
concentrated  in  the  construction 
sector.  This,  in  turn,  was  apparently 
related  to  the  unusually  warm  fall 
weather  in  1987,  which  allowed  late 
starting  highway  construction  projects 
and  other  projects  to  continue  into 
December.  Normal  fall  weather  would 
have  precluded  some  of  this  activity. 

1987  as  a  Whole 

Based  on  the  average  of  the  month- 
ly and  quarterly  data  for  1986  and 
1987,  the  latter  year  shows  a  decline  in 
all  three  economic  indicators,  namely 
nonfarm  wage/salary  jobs,  inflation 
adjusted  nonfarm  worker  earnings, 
and  the  rate  of  unemployment.  Jobs 
^were  down  by  about  500,  even  though 
Pbver  the  course  of  the  year  (January 
through  December)  they  were  esti- 
mated to  have  increased.  This  incon- 
sistency was  caused  by  jobs  declining 
over  most  of  1986  at  a  faster  rate  than 
they  increased  in  1987.  The  increase  in 
jobs  over  the  course  of  1987  indicates 
a  slow  recovery  in  the  Montana 
economy.  Nonfarm  worker  earnings 
are  estimated  to  have  increased  about 
2  percent  on  an  average  basis  in  1987, 
which  was  less  than  the  rate  of 
inflation.  After  adjusting  for  inflation, 
the  2  percent  increase  becomes  a  2 
percent  decrease.  Incidentally, 
agricultural  workers  earnings  in  1987 
were  about  the  same  as  the  1986  level, 
the  latter  being  the  highest  level  in  the 
1980s.  The  average  unemployment 
rate  declined  from  8.1  percent  in  1986 
to  7.4  percent  in  1987. 

General  Outlook  for  1988 

The  overall  average  outlook  for  the 
Montana  economy  in  1988  as  repre- 
sented by  the  published  forecasts  is 
basically  no  growth  in  inflation- 
adjusted  agricultural  worker  earnings 
|and  nonfarm  earnings,  along  with 
nonfarm  wage  and  salary  jobs.  Fore- 
casts of  nonfarm  earnings  range  from 
a  negative  1.7  percent  to  a  positive  1.2 
percent,  with  a  similar  range  of  nega- 
tive 1.1  to  a  positive  0.5  percent 


change  for  wage  and  salary  jobs.  The 
one  forecast  of  agricultural  earnings 
indicates  a  1988  level  basically  the 
same  as  the  1987  level. 

General  Outlook  for  1989 

The  outlook  for  1989,  as  indicated 
by  the  published  forecasts,  is  for 
improved  performance  of  the  Montana 
economy.  The  forecasts  of  nonfarm 
wage  and  salary  jobs  all  indicate  posi- 
tive growth,  ranging  from  0.3  percent 
to  0.1  percent.  Projections  of  inflation- 
adjusted  nonfarm  workers'  earnings 
are  similar,  averaging  a  1.2  percent 
increase.  Agricultural  earnings  are 
forecasted  to  be  at  a  level  comparable 
to  the  1986-1988  levels. 


SUPERHOST 

Continued  from  page  3 

Local  government  officials  and 
chambers  of  commerce  have  received 
an  invitation  to  participate  in  SUPER- 
HOST.  Local  governing  bodies  agree- 
ing to  participate  in  SUPERHOST  are 
asked  to  adopt  a  resolution  stating 
their  intention  and  to  name  a  spon- 
soring organization  to  carry  out  the 
program. 

SUPERHOST  emphasizes  low-cost 
options  for  visitor  service  programs. 
Visitor  centers  can  be  a  space  in  a 
local  store  and  publications  can  be 
copies  of  typed  or  hand-printed  mater- 
ial. The  department  is  also  producing 
a  hospitality  training  video  that  will 
be  given  to  each  participating  com- 
munity. The  video  can,  in  turn,  be 
loaned  to  tourism  businesses  and  will 
be  especially  helpful  in  making  train- 
ing readily  available  for  businesses 
with  frequent  personnel  changes. 

Applications  from  Montana  com- 
munities to  participate  in  SUPER- 
HOST  are  now  being  accepted  by  the 
department  and  can  also  be  accepted 
at  the  regional  training  sessions 
scheduled  for  April.  The  training  is 
required  for  SUPERHOST 
participants. 


The  one-day  regional  sessions  will 
feature  training  for  local  hospitality 
trainers.  John  Conquest,  a  nationally 
acclaimed  travel  industry  consultant, 
will  conduct  the  sessions.  Conquest 
has  more  than  30  years  of  professional 
experience  in  the  industry  and  has 
developed  more  than  200  seminars  and 
training  programs  for  travel  organiza- 
tions including  the  American  Society 
of  Travel  Agents,  the  Association  of 
Retail  Travel  Agents,  the  National 
Tour  Association,  the  American  Bus 
Association  and  the  Hotel  Sales  and 
Management  Association.  He  is  one  of 
the  nation's  leaders  in  sales  and 
motivational  programs  for  the  travel, 
tourism  and  hospitality  industries.  For 
Montana,  Conquest  is  designing  a 
training  program  for  local 
SUPERHOST  hospitality  trainers 
including  a  special  segment  for 
managers  and  supervisors  of  service 
businesses.  The  regional  training 
program  will  also  include  sessions  on 
visitor  centers  and  roundtable  discus- 
sions with  travel  professionals  in  each 
of  Montana's  travel  "countries. "  The 
training  schedule  follows.  If  you  are 
interested  and  don't  receive  an  invita- 
tion, contact  Ann  Mulroney  in  the 
Business  Assistance  Division,  at 
444-3923. 

April  14      Missouri  River  Country 

Cottonwood  Inn,  Glasgow 

April  15      Custer  Country 

Elks  Club,  Hardin 

April  18      Gold  West  Country 
Colonial  Inn,  Helena 

April  19      Yellowstone  Country 

GranTree  Inn,  Bozeman 

April  20      Glacier  Country 

Sheraton,  Missoula 

April  21      Charlie  Russell  Country 

Rainbow  Hotel,  Great  Falls 
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Cooperative  Advertising 


Stretches  promotion  budget 

An  estimated  2.9  million  travelers 
visited  Montana  in  1987  and  spent 
over  a  half  billion  dollars  before 
returning  home.  Travel  and  tourism 
increasingly  is  a  growth  industry  in 
Montana  and  is  an  important 
corriponent  of  the  ecdnorhic  base. 

Activity  iii  this  economic  gecfpr 
received  a  boost  with  the  4  percent  tax 
on  traveler  accommodations,  which 
has  raised  the  annual  budget  of  the 
Montana  Promotion  Division  from 
$1.2  million  to  over  $4.5  million. 

In  addition  to  the  new  revenue 
generated  by  the  Accommodations 
Tax,  the  Promotion  Division  con- 
tinued to  pursue  cooperative  adver- 
tising partners.  Joint  venture 
marketing  between  Montana, 
Wyoming,  Alberta,  the  Old  West 
Trail  Association,  Yellowstone  and 


Grand  Teton  national  parks,  the 
Montana  Innkeepers  Association  and 
Montana's  ski  areas  leveraged  the 
state's  promotion  budget  and  delivered 
to  potential  visitors  a  more  attractive 
and  diverse  vacation  opportunity. 
Private  and  public  sector  joint  promo- 
tion contributions  have  stretched 
Montana's  advertising  effort  by  an 
additional  $281,000. 

A  recent  study  by  the  University  of 
Montana  highlighted  the  effectiveness 
of  cooperative  advertising.  Last  season 
Montana  and  Alberta  placed  full-page 
advertisements  headlined  "Vacations 
Bordering  on  Perfection"  in  seven 
national  magazines.  The  ads  encour- 
aged readers  to  send  in  for  Montana 
and  Alberta  travel  planning 
information.  Over  55,000  people 
responded  to  the  ads! 

The  university's  research  revealed 
that  12,391  trips  were  taken  to 


Montana  and  6,645  to  Alberta  by 
those  responding  to  the  ad.  The  esti- 
mated revenue  for  Montana  resulting 
from  these  trips  was  $6.8  million  with 
Alberta  receiving  $4.1  million  (in  U.S. 
dollars). 

"The  beauty  of  joint-venture  adver- 
tising is  that  the  consumer  gets  the 
product  that  he  or  she  wants,  the 
advertising  is  more  effective  for  both 
parties  and  it  costs  less,"  said  John 
Wilson,  travel  director.  Wilson  also 
pointed  out  that  the  university 
researchers  asked  both  visitors  and 
non-visitors  if  they  planned  to 
vacation  in  Montana  and/or  Alberta 
in  the  next  two  years.  Between  60 
percent  and  95  percent  said  they 
intended  to  do  so.   "Once  the  adver- 
tising has  raised  their  interest,  it's  clear 
Montana  and  Alberta  are  on  their 
wish  list,  "  Wilson  added. 


Can  We  Help  You? 

Keith  L.  Colbo,  Director 444-3797 

Business  Assistiince  Division,  Carol  Daly,  Administrator 444-3923 

Business  Regulation  Division,  W.  James  Kembel,  Administrator 444-3737 

Legal  Unit  and  Consumer  Affairs,  Brinton  Markle,  Chief  Counsel 444-4314 

Local  Government  Assistance  Division,  Newell  Anderson,  Administrator 444-3757 

Montana  Board  of  Housing,  Dick  Kain,  Adnmistrator 444-3040 

Montana  Board  of  Investments,  Dave  Lewis,  Executive  Director   '. s 442-1970 

Montana  Health  Facility  Authority,  Jerry  Hoover,  Administrator 444-5435 

Office  of  Research  and  Information  Services,  Sandy  Courtnage,  Administrator 444-3814 

Montana  Promotion  Division,  John  Wilson,  Administrator 444-2654 

Montana  Science  and  Technology  Alliance,  Samuel  Hubbard,  Executive  Director   449-2778 

Aeronautics  Division,  Michael  Ferguson,  Administrator 444-2506 

Financial  Division,  Fred  Flanders,  Administrator 444-2091 

Transportation  Division,  William  Fogarly,  Administrator 444-3423 

Management  Services  Division,  Carolyn  Doering,  Administrator 444-4212 

Coordinator  of  Indian  Affairs,  Donald  Claybom,  Coordinator 444-3702 

Lottery  Division,  Diana  Dowling,  Director   444-5825 


INSIDE  COMMERCE 

1424  9th  Avenue 
Helena,  MT  59620 


STAli    in  H--hl' 
REFERENCE    DEPT . 
HiCLENA,    MT   DiSADESAE 


Bulk  Rate 
LI.S.  Postage 

PAID 

Helena,  MT 
Permit  No.  202 


2,100  copies  of  this  public  document  were  published  at  an  estimated 
n>st  of  $.34  per  copy  for  a  total  cost  of  $714,  which  includes  $500 
for  prinlint!  and  $214  for  distribution 


